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P A R T  I Ì F I N A N C I A L  I N F O R M A T I O N

Item 1. Financial Statements

CEDAR BRAKES II, L.L.C.

CONDENSED STATEMENTS OF OPERATIONS
(In thousands)
(Unaudited)

Quarter Ended Nine Months Ended
September 30, 2002 September 30, 2002

Operating revenues
Electricity sales ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 33,060 $ 89,544

Operating expenses
Electricity purchases Ì aÇliate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13,081 35,430
Change in market value of power agreements ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9,473 23,951
Administrative fees to aÇliate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 25 75
Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13 17

22,592 59,473

Operating incomeÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10,468 30,071

Other (income) expense
Interest income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (197) (458)
Interest and debt expense ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,124 33,296

10,927 32,838

Net lossÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (459) $ (2,767)

See accompanying notes.
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CEDAR BRAKES II, L.L.C.

CONDENSED BALANCE SHEETS
(In thousands)
(Unaudited)

September 30, December 31,
2002 2001

ASSETS

Current assets
Cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 11,770 $ Ì
Accounts receivable Ì Public Service Electric and Gas CompanyÏÏÏÏÏÏÏÏ 10,862 7,019
Amended power purchase agreement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 72,334 73,741

Total current assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 94,966 80,760
Amended power purchase agreement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 523,520 547,396
Restricted cash ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 21,014 21,034
Deferred Ñnancing costs, net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5,985 6,204

Total assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $645,485 $655,394

LIABILITIES AND MEMBER'S CAPITAL

Current liabilities
Accounts payable Ì aÇliate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 9,009 $ 2,426
Accrued interest payable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,502 2,249
Mirror power purchase agreement Ì aÇliate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4,878 3,093
Current maturities of long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 22,261 5,824

Total current liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 39,650 13,592

Mirror power purchase agreementÌaÇliate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 25,880 28,997

Long-term debt, less current maturities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 397,641 419,224

Commitments and contingencies

Member's capitalÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 182,314 193,581

Total liabilities and member's capital ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $645,485 $655,394

See accompanying notes.
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CEDAR BRAKES II, L.L.C.

CONDENSED STATEMENT OF CASH FLOWS
(In thousands)
(Unaudited)

Nine Months
Ended

September 30,
2002

Cash Öows from operating activities
Net lossÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (2,767)
Adjustments to reconcile net loss to net cash from operating activities:

Change in market value of power agreements ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 23,951
Amortization of bond discount ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 678
Amortization of deferred Ñnancing costsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 715
Working capital changes

Accounts receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3,843)
Accounts payable Ì aÇliateÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,583
Accrued interest payableÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,253

Net cash provided by operating activities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 26,570

Cash Öows from Ñnancing activities
Debt issuance costs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (496)
Principal payments of long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (5,824)
Distributions to member ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (8,500)
Change in restricted cash ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 20

Net cash used in Ñnancing activities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (14,800)

Net change in cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,770

Cash and cash equivalents
Beginning of period ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì

End of period ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 11,770

Supplemental disclosure of cash Öow information
Interest paid ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 30,650

See accompanying notes.
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CEDAR BRAKES II, L.L.C.

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(Unaudited)

1. Basis of Presentation

We are a single member Delaware limited liability company organized in May 2001, under the terms of a
limited liability company agreement. We are a wholly owned direct subsidiary of Mesquite Investors, L.L.C.,
an entity which is indirectly owned by the Limestone Electron Trust and a subsidiary of El Paso Corporation.
Our sole business is to sell electric energy and provide electric capacity to Public Service Electric and Gas
Company, a New Jersey corporation, under an amended power purchase agreement that we entered into with
Public Service Electric. We began operating under this amended power purchase agreement on
December 13, 2001.

We prepared this Quarterly Report on Form 10-Q under the rules and regulations of the United States
Securities and Exchange Commission. Because this is an interim period Ñling presented using a condensed
format, it does not include all of the disclosures required by generally accepted accounting principles. You
should read it along with our December 31, 2001 audited Ñnancial statements as presented in the amendment
to our registration statement on Form S-4 which includes a summary of our signiÑcant accounting policies and
other disclosures. The Ñnancial statements as of September 30, 2002, and for the quarter and nine months
ended September 30, 2002, are unaudited. We derived the balance sheet as of December 31, 2001, from the
audited balance sheet Ñled in our amendment to our registration statement on Form S-4. We believe we have
made all adjustments, all of which are of a normal, recurring nature, to fairly present our interim period
results. Due to the seasonal nature of our business, information for interim periods may not necessarily
indicate the results of operations for the entire year.

Our accounting policies are consistent with those discussed in our amendment to our registration
statement on Form S-4, except as discussed below.

Deferred Financing Costs

Our deferred Ñnancing costs represent the cost to issue our bonds and are being amortized using the
eÅective-interest method over the term of the bonds. During the nine months ended September 30, 2002, we
incurred an additional $0.5 million of deferred Ñnancing costs related to the exchange of our 9.875% Series A
Senior Secured Bonds for registered 9.875% Series B Senior Secured Bonds. Amortization of deferred
Ñnancing costs was approximately $0.7 million for the nine months ended September 30, 2002 and is included
in our statement of operations as interest and debt expense.

Accounting for Amended Power Purchase and Mirror Power Purchase Agreements

We record our amended power purchase and mirror power purchase agreements on our balance sheet at
their estimated fair values in accordance with Statement of Financial Accounting Standards (SFAS) No. 133,
Accounting for Derivative Instruments and Hedging Activities, as amended. We estimate the fair value of our
amended power purchase agreement with Public Service Electric and our mirror power purchase agreement
with El Paso Merchant Energy, L.P., our aÇliate, based on an estimate of the cash receipts and payments
under these agreements using anticipated future power prices compared to the contractual prices under these
agreements, discounted at a rate that is based upon the 10-year United States Treasury rate, adjusted for the
credit risk of each counterparty. We make adjustments to this discount rate when we believe that market
changes in the rates result in changes in fair values that can be realized. We consider whether changes in the
rates are the result of changes in the capital markets, or are the result of sustained economic changes. During
the third quarter treasury rates declined. We did not adjust our discount rate for this decline in treasury rates
since this decrease, combined with the signiÑcant uncertainties in the capital markets, did not result in an
increased fair value that we believe could have been realized in the market. As of September 30, 2002, the
discount rate used to calculate the fair value of the amended power purchase agreement was 7.02 percent and
the rate used to calculate the fair value of the mirror power purchase agreement was 7.77 percent.
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Our estimates of the timing of cash receipts and payments are based on the anticipated timing of power
delivered under these agreements. These estimates also consider the minimum and maximum energy delivery
requirements under our agreements. Estimates of the future prices of power are based on the forward pricing
curve of the appropriate power delivery and receipt points, and this curve is derived from actual prices
observed in the market, price quotes from brokers and extrapolation models that rely on actively quoted prices
and historical information. Changes in these values in the future, which could be positive or negative, will
occur as our estimates of each of these variables change and as additional market data becomes available, and
these changes could be material from period to period. However, the pricing of our power agreements is Ñxed
over their term and, as a result, despite short-term Öuctuations in market factors, our long-term reported
results will be more reÖective of the terms of these agreements. If signiÑcant future changes in interest rates or
counterparty credit risks occur, it will have a signiÑcant impact on our Ñnancial position and results of
operations.

New Accounting Pronouncements

Goodwill and Other Intangible Assets

In July 2001, the Financial Accounting Standards Board (FASB) issued SFAS No. 142, Goodwill and
Other Intangible Assets. This standard requires that goodwill no longer be amortized but periodically tested for
impairment, at least on an annual basis, or whenever an event occurs to indicate that an impairment may have
occurred. Other intangible assets are to be amortized over their useful life and reviewed for impairment in
accordance with the provisions of SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived
Assets. An intangible asset with an indeÑnite useful life can no longer be amortized until its useful life
becomes determinable. This statement has various eÅective dates, the most signiÑcant of which is January 1,
2002. The adoption of this standard on January 1, 2002 did not have a material eÅect on our Ñnancial
statements.

New Accounting Pronouncements Issued But Not Yet Adopted

Reporting Gains and Losses from the Early Extinguishment of Debt

In April 2002, the FASB issued SFAS No. 145, Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections. This statement addresses how to report
gains or losses resulting from the early extinguishment of debt. Under current accounting rules, any gains or
losses on early extinguishment of debt are reported as an extraordinary item. When we adopt SFAS No. 145,
we will be required to evaluate whether the debt extinguishment is truly extraordinary in nature. If we
routinely extinguish debt early, the gain or loss will be included in income from continuing operations. This
statement will be eÅective for our 2003 year-end reporting.

Accounting for Costs Associated with Exit or Disposal Activities

In July 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal
Activities. This statement will require us to recognize costs associated with exit or disposal activities when they
are incurred rather than when we commit to an exit or disposal plan. Examples of costs covered by this
guidance include lease termination costs, employee severance costs that are associated with a restructuring,
discontinued operations, plant closings, or other exit or disposal activities. The provisions of this statement are
eÅective for Ñscal years beginning after December 31, 2002 and will impact any exit or disposal activities
initiated after January 1, 2003.

2. Commitments and Contingencies

Amended Power Purchase Agreement

We have an amended power purchase agreement with Public Service Electric that extends through
March 5, 2013. Under the amended power purchase agreement, we sell and deliver electric energy to Public
Service Electric at established prices and delivery points within the Pennsylvania-New Jersey-Maryland power
system. Additionally, we are required to arrange for 189 megawatts per day of capacity through October 31,
2008 and 149 megawatts per day of electric capacity from November 1, 2008 through the end of the
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agreement to be made available to Public Service Electric. The prices under the agreement are speciÑed on an
annual basis and escalate each year over the contract term beginning in 2003. The price is $80.88 per
megawatt hour (MWh) in 2002, $77.75 per MWh in 2003, and increases annually thereafter to $105.42 per
MWh in 2013. Annual energy deliveries cannot exceed the speciÑed maximum amounts, which range from
1,501,825 MWh in 2002 to 1,171,424 MWh in 2012 and 205,400 MWh in 2013.

If we fail to deliver all or part of the scheduled energy or fail to schedule suÇcient deliveries to meet the
minimum energy deliveries for reasons within our control, Public Service Electric's payment to us may be
reduced by a credit as speciÑed in the amended power purchase agreement, if any, for energy purchased by
Public Service Electric over the prices stated in our amended power purchase agreement. No credits were
applied during the nine months ended September 30, 2002.

If we fail to provide all or part of the required electric capacity for reasons within our control, Public
Service Electric must use reasonable eÅorts to purchase replacement capacity in the amount of the shortfall.
We must reimburse Public Service Electric for all costs associated with the replacement capacity. If Public
Service Electric is unable to replace this capacity shortfall, Public Service Electric's payment to us will be
reduced by a credit as speciÑed in the amended power purchase agreement. Generally, the credit would equal
the deÑciency charge, if any, payable by Public Service Electric as a direct result of our failure to provide the
required electric capacity. No credits were applied during the nine months ended September 30, 2002.

Mirror Power Purchase Agreement

In order to meet our electric energy delivery and electric capacity commitments under the amended
power purchase agreement, we entered into a mirror power purchase agreement with El Paso Merchant. The
mirror power purchase agreement has the same term as the amended power purchase agreement. Under this
agreement, we purchase energy at an established price and at quantities suÇcient to meet our obligations to
Public Service Electric. The established price under the mirror power purchase agreement is $32.00 per MWh
for the term of the contract.

Under the mirror power purchase agreement, El Paso Merchant must schedule and deliver to us during
each year both the minimum hourly electric energy deliveries and the full amount of electric energy deliveries
that we are obligated to deliver under our amended power purchase agreement with Public Service Electric
and El Paso Merchant must make available to us capacity credits equal to the electric capacity we are required
to provide under our amended power purchase agreement with Public Service Electric. If El Paso Merchant
fails to deliver all or part of the scheduled energy to us for any reason within their control, our payment to
El Paso Merchant will be reduced by a credit calculated in the same manner as the credit to Public Service
Electric described above. No credits were taken during the nine months ended September 30, 2002. El Paso
Merchant's performance under this agreement has been guaranteed by El Paso Corporation under a
performance guaranty.

If El Paso Merchant fails in any month to provide all or part of the capacity, for any reason within their
control, our payment to El Paso Merchant will be reduced by a credit calculated in the same manner as the
credit to Public Service Electric as a direct result of our failure to provide capacity under the amended power
purchase agreement. No credits were taken during the nine months ended September 30, 2002.

Because our amended power purchase and mirror power purchase agreements are similar in terms of the
amount of capacity provided and the quantities of energy bought and sold, and since prices under these
agreements are established, the execution of these agreements results in our ability to receive a determinable
cash margin over the term of the agreements. Assuming that minimum energy delivery requirements are met
and all capacity requirements are made available, this margin will range from $45.75 to $73.42 per MWh sold
over the remaining life of the agreements.
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3. Related Party Transactions

Mirror Power Purchase Agreement

El Paso Merchant provides electric energy and electric capacity to us under the mirror power purchase
agreement as discussed above. Purchases under this agreement are based on market rates at the time the
agreement was negotiated. Total purchases during 2002 are reÖected as electricity purchases Ì aÇliate in our
statements of operations. Amounts owed under the agreement are included in our accounts payable Ì aÇliate
on our balance sheets.

Administrative Services Agreement

We have an administrative services agreement with El Paso Merchant to provide project management,
Ñnance and accounting services to us for a fee of $100,000 per year through 2013. In addition to the base fee,
we are obligated to reimburse El Paso Merchant for direct expenses other than project management, Ñnance
and accounting services that may be incurred on our behalf. Fees and expenses under this agreement are due
and payable only to the extent that we have suÇcient cash after paying obligations under our bond indenture.
Total fees incurred under this agreement during 2002 are reÖected as administrative fees to aÇliate in our
statements of operations.

El Paso Corporation Performance Guaranty

El Paso Corporation, the parent company of El Paso Merchant, entered into a performance guaranty with
us on December 12, 2001, which expires after the expiration of El Paso Merchant's obligations under the
mirror power purchase and administrative services agreements. Under the performance guaranty, El Paso
Corporation guarantees to us the punctual performance of all of El Paso Merchant's obligations under the
mirror power purchase agreement and the administrative services agreement.

Distributions

As permitted by our senior secured bond indenture and our limited liability company agreement, cash
distributions may be made to our member bi-annually starting September 1, 2002 for all excess cash, provided
that no event of default or defaults have occurred, and the debt coverage ratio calculated as of that date for the
most recently ended six-month period equals or exceeds 1.03 to 1.00. A distribution of $8.5 million was paid to
our member during September 2002.

El Paso Corporation Announces Exit of Energy Trading Activities

On November 8, 2002, El Paso Corporation announced their plan to exit the energy trading business.
El Paso's plan includes forming a new subsidiary to hold, manage and liquidate their trading assets and
liabilities previously held by their 100% owned subsidiary and our aÇliate, El Paso Merchant Energy, L.P. Our
indenture requires the consent of our bondholders to an assignment by El Paso Merchant of its obligations
under our mirror power purchase agreement. El Paso Corporation has guaranteed to us the punctual
performance of all of El Paso Merchant's obligations under the mirror power purchase and administrative
services agreements. We are in the process of evaluating what impact, if any, that this announcement will have
on these agreements.

4. Fair Value of Financial Instruments

As of September 30, 2002 and December 31, 2001, the carrying amounts of our Ñnancial instruments
including cash, cash equivalents and trade receivables and payables are representative of fair value because of
their short-term nature. The fair value of our long-term debt was $349.2 million as of September 30, 2002, and
$432.0 million as of December 31, 2001. The fair value of our long-term debt has been estimated based on
quoted market prices for the same or similar issues.

In May 2002, Standard and Poor's lowered the senior unsecured credit rating of our only customer,
Public Service Electric, from BBB° to BBB¿. Although our credit rating is not directly related to the credit
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rating of Public Service Electric, an indirect result of this downgrade was a reduction in the credit rating of our
bonds in June 2002 by Standard and Poor's from BBB to BBB¿. Further downgrades of Public Service
Electric could indirectly have a negative impact on the fair value of our long-term debt.

On October 4, 2002, Moody's Investors Service downgraded our debt rating to Baa3 from Baa2. This
downgrade reÖects previous action taken by Moody's on the ratings of El Paso Corporation which guarantees
El Paso Merchant's performance under our mirror power purchase agreement. On November 12, 2002, action
was taken by Standard and Poor's which resulted in a downgrade to El Paso Corporation's credit ratings. This
and further downgrades of El Paso Corporation's credit ratings could indirectly have a negative impact on the
fair value of our long-term debt.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The information contained in Item 2 updates, and you should read it in conjunction with, information
disclosed in our registration statement on Form S-4/A (Registration No. 333-84206) dated June 21, 2002, in
addition to the Ñnancial statements and notes presented in Item 1 of this Quarterly Report on Form 10-Q.

Recent Developments

El Paso Corporation Announces Exit of Energy Trading Activities

On November 8, 2002, El Paso Corporation announced their plan to exit the energy trading business.
El Paso's plan includes forming a new subsidiary to hold, manage and liquidate their trading assets and
liabilities previously held by their 100% owned subsidiary and our aÇliate, El Paso Merchant Energy, L.P. Our
indenture requires the consent of our bondholders to an assignment by El Paso Merchant of its obligations
under our mirror power purchase agreement. El Paso Corporation has guaranteed to us the punctual
performance of all of El Paso Merchant's obligations under the mirror power purchase and administrative
services agreements. We are in the process of evaluating what impact, if any, that this announcement will have
on these agreements.

Potential Change in Mesquite Investors' Ownership

On November 8, 2002, El Paso Corporation announced its intent to acquire an additional interest in
Chaparral Investors, L.L.C. Chaparral owns Mesquite Investors, L.L.C., our parent company. Chaparral is
owned approximately 20% by El Paso and the remainder by Limestone Investors, L.L.C. If El Paso acquires
Limestone's interests, we would become a wholly-owned, indirect subsidiary of El Paso.

General

Power Contract Restructurings

Our sole business is to sell electric energy and provide electric capacity to Public Service Electric under
our amended power purchase agreement with them. We were formed in May 2001, but did not begin
operations until December 13, 2001 when the Cogen Technologies NJ Venture, or Bayonne, power purchase
agreement with Public Service Electric and the Camden Cogen, L.P., or Camden, power purchase agreement
with Public Service Electric were contributed to us by our member. The amended power purchase agreement
combined and superseded the Bayonne and Camden power purchase agreements with Public Service Electric.
The contribution of these power purchase agreements to us was a part of the process that has become known
in the power industry as a ""power contract restructuring.'' Many domestic power plants have long-term power
purchase agreements with regulated utilities that were entered into under the Public Utility Regulatory
Policies Act of 1978 (PURPA). The power sold to the utility under these PURPA contracts is required to be
delivered from a speciÑed power generation plant at power prices that are usually signiÑcantly higher than the
cost of power in the wholesale power market. The cost of generating power at these PURPA power plants is
typically higher than the cost that would be incurred by obtaining the power in the wholesale power market,
principally because the PURPA power plants are less eÇcient than newer power generation facilities.

In a power contract restructuring, the PURPA power purchase agreement is amended so that the power
sold to the utility does not have to be provided from the speciÑc power plant. Because we are able to buy lower
cost power in the wholesale power market, we have the ability to reduce the cost paid by the utility, thereby
inducing the utility to enter into the power contract restructuring transaction. Following the contract
restructuring, the power plant operates on a merchant basis, which means that it is no longer dedicated to one
buyer and will operate only when power prices are high enough to make operations economical. Prior to a
power contract restructuring, the power plant and its related PURPA power purchase agreement are
accounted for at their historical cost, which is either the cost of construction or, if acquired, the acquisition
cost. Revenues and expenses prior to restructuring are, in most cases, accounted for on an accrual basis as
power is generated and sold to the utility. As part of the restructuring, any related fuel supply and steam
agreements are generally amended or terminated, the value of the remaining merchant plant is evaluated for
possible impairment, and the restructured power agreements are adjusted to their estimated fair value. The
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restructured power purchase agreement can then be sold or we can enter into an oÅsetting, or mirror, power
purchase agreement. In cases when we enter into a mirror power purchase agreement, we use the restructured
agreement and the mirror power purchase agreement along with the Ñxed-price spread between these
agreements as collateral to obtain Ñnancing. The oÅsetting power purchase agreement requires the power
supplier, which can be an aÇliate or third-party, to provide long-term Ñxed price power in amounts suÇcient
for us to meet our obligations under the restructured power agreements.

Under the pre-existing power purchase agreements, Bayonne and Camden sold generating capacity and
associated energy from the Bayonne and Camden facilities to Public Service Electric and the Bayonne and
Camden facilities were required to be qualifying facilities under PURPA. The Bayonne power purchase
agreement and the Camden power purchase agreement each required that the sellers under the respective
agreements source capacity and energy only from their respective facilities. The amended power purchase
agreement eliminated the requirement that the Bayonne facility and the Camden facility be the only sources
of energy provided under that agreement. The elimination of this requirement beneÑted us because now we
can source energy from any source connected to the Pennsylvania-New Jersey-Maryland (PJM) market, and
the cost of energy sourced in this manner may be less expensive than the cost to produce such energy at the
Bayonne or Camden facilities. The beneÑts of the amended power purchase agreement also include
signiÑcantly more Öexibility in scheduling energy deliveries, including a greater degree of daily delivery
Öexibility. From the perspective of Public Service Electric, our ability to source lower cost power in the market
allowed us to provide Public Service Electric with a beneÑt in the form of a payment from us of $64.0 million
when the restructured power purchase agreement became eÅective.

Through a series of transactions, the pre-existing power purchase agreements were distributed to our
member who, in turn, contributed them to us on December 12, 2001 at a book value of $299.1 million. We
subsequently combined and amended the pre-existing power purchase agreements and began operating under
our amended power purchase agreement on December 13, 2001. In order to meet our energy delivery and
electric capacity commitments under the amended power purchase agreement, we entered into a mirror power
purchase agreement with El Paso Merchant. The mirror power purchase agreement has the same term as the
amended power purchase agreement and we purchase energy at an established price and at quantities
suÇcient to meet our obligations to Public Service Electric.

In December 2001, we issued 9.875% Series A Senior Secured Bonds, due 2013, with an aggregate
principal amount of $431.4 million at a discount of $6.4 million. We completed an exchange of the Series A
bonds for registered 9.875% Series B Senior Secured Bonds, due 2013, on July 31, 2002. The terms of the
Series B bonds and the Series A bonds are substantially the same in all material respects, except that the
Series B bonds are registered with the Securities and Exchange Commission. Scheduled payments of principal
and interest on the bonds will be paid from the positive margin created between the sales of electric energy and
capacity to Public Service Electric and purchases of electric energy and capacity from El Paso Merchant.

We account for our amended power purchase agreement and our mirror power purchase agreement as
derivative instruments under the provisions of SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities, as amended. As a result, the amended power purchase agreement and the mirror power
purchase agreement are recorded on our balance sheet at their estimated fair values. We reÖected the
diÅerence between the book value of these agreements and their estimated market value at December 13,
2001 as a gain of $228.2 million in our 2001 statement of income.

As of September 30, 2002, these agreements had an estimated net fair value of $565.1 million. For the
nine months ended September 30, 2002, the change in estimated net fair value of these agreements was a
decrease of $24.0 million and was recorded as a component of operating expenses in our condensed statement
of operations. The fair values of these agreements are calculated based on expected cash receipts and
payments under the agreements compared to the estimated future market prices of power. These estimated
market prices for power consider a combination of available market data, broker quotations and models that
are derived based on historical market prices. The diÅerences between market and contractual prices are then
discounted using discount rates that consider the counterparty credit risk and current and anticipated market
conditions.
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We make adjustments to this discount rate when we believe that market changes in the rates result in
changes in fair values that can be realized. We consider whether changes in the rates are the result of changes
in the capital markets, or are the result of sustained economic changes. During the third quarter treasury rates
declined. We did not adjust our discount rate for this decline in treasury rates since this decrease, combined
with the signiÑcant uncertainties in the capital markets, did not result in an increased fair value that we believe
could have been realized in the market. As of September 30, 2002, the discount rate used to calculate the fair
value of the amended power purchase agreement was 7.02 percent and the rate used to calculate the fair value
of the mirror power purchase agreement was 7.77 percent.

We also adjust our valuations for factors such as market liquidity, market price correlation and model
risk, as needed. Future power prices are based on the forward pricing curve of the appropriate power delivery
and receipt points in the applicable power market. This forward pricing curve is derived from a combination of
actual prices observed in the applicable market, price quotes from brokers and extrapolation models that rely
on actively quoted prices and historical information. The timing of cash receipts and payments are based on
the expected timing of power delivered under these contracts.

Results of Operations

We were formed in May 2001, but did not begin operations until December 13, 2001 when we began
operating under the amended power purchase agreement with Public Service Electric and Gas Company. As a
result, our discussion of Ñnancial condition and results of operations only encompasses those periods in which
we had operations.

Quarter Ended September 30, 2002

For the quarter ended September 30, 2002, we had a net loss of $0.5 million. During the third quarter of
2002, we generated operating revenues of $33.1 million from the sale of approximately 409,000 megawatt
hours of electric energy, and from providing electric capacity to Public Service Electric. Our operating
expenses totaled approximately $22.6 million, and were comprised primarily of payments to El Paso Merchant
for purchases of energy of $13.1 million, and a decrease in the fair value of our power agreements of
$9.5 million. Our operating expenses also include fees incurred under our administrative services agreement
with El Paso Merchant. Interest and debt expense for the period was $11.1 million.

Nine Months Ended September 30, 2002

For the nine months ended September 30, 2002, we had a net loss of $2.8 million. During the Ñrst nine
months of 2002, we generated operating revenues of $89.5 million from the sale of approximately
1,107,000 megawatt hours of electric energy and from providing electric capacity to Public Service Electric.
Our operating expenses for the Ñrst nine months of 2002 were $59.5 million and include purchases of electric
energy from El Paso Merchant of $35.4 million and a decrease in the fair value of our power agreements of
$24.0 million. Our operating expenses also include fees incurred under our administrative services agreement
with El Paso Merchant. Interest and debt expense for the nine months ended September 30, 2002 was
$33.3 million.

Liquidity and Capital Resources

Cash from Operating Activities

Net cash provided by operating activities was $26.6 million for the nine months ended September 30,
2002 and was derived primarily from electric energy and electric capacity sales to Public Service Electric net
of electricity purchases, other operating expenses and cash paid for interest, oÅset by working capital changes
created by the timing of payments made and received.
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Cash from Financing Activities

Net cash used in Ñnancing activities was $14.8 million for the nine months ended September 30, 2002
and consisted primarily of a $5.8 million principal payment on our long-term debt, and an $8.5 million
distribution to our member in September 2002.

Distributions and Debt Service

Under our bond indenture, cash distributions may be made to our member bi-annually starting
September 1, 2002 for all excess cash, provided that no event of default or defaults have occurred, and the
debt coverage ratio calculated as of that date for the most recently ended six-month period equals or exceeds
1.03 to 1.00. In September 2002, we distributed $8.5 million to our member in accordance with the terms of
our bond indenture and our limited liability company agreement. During the six months ended August 31,
2002, we generated funds of $35.2 million available for debt service from the sale of electric energy and
electric capacity. Interest for the period was approximately $21.3 million, providing an interest coverage ratio
of 1.65. Including proportionate principal payments for the same period of approximately $4.1 million, the
debt service ratio was 1.39. During the nine months ended September 30, 2002, we generated funds of
approximately $54.4 million available for debt service from the sale of electric energy and electric capacity.
Interest for this period was approximately $31.9 million, providing an interest coverage ratio of 1.71. Including
the proportionate principal payments for the same period of approximately $7.5 million, this debt service
coverage ratio was 1.38.
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CAUTIONARY STATEMENT FOR PURPOSES OF THE ""SAFE HARBOR'' PROVISIONS OF
THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

This report contains or incorporates by reference forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. Where any forward-looking statement includes a statement
of the assumptions or bases underlying the forward-looking statement, we caution that, while we believe these
assumptions or bases to be reasonable and to be made in good faith, assumed facts or bases almost always vary
from the actual results, and the diÅerences between assumed facts or bases and actual results can be material,
depending on the circumstances. Where, in any forward-looking statement, we or our management express an
expectation or belief as to future results, that expectation or belief is expressed in good faith and is believed to
have a reasonable basis. We cannot assure you, however, that the statement of expectation or belief will result
or be achieved or accomplished. The words ""believe,'' ""expect,'' ""estimate,'' ""anticipate'' and similar
expressions will generally identify forward-looking statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We are exposed to changing interest rates. The table below shows the carrying amounts and weighted
average interest rates of our interest bearing debt, by expected maturity date. The fair value of our Ñxed rate
long-term debt was estimated based on quoted market prices for the same or similar issues.

On October 4, 2002, Moody's Investor Service downgraded our debt rating to Baa3 from Baa2. This
downgrade reÖects previous action taken by Moody's on the rating of El Paso Corporation which guarantees
El Paso Merchant's performance under our mirror power purchase agreement. On November 12, 2002, action
was taken by Standard and Poor's which resulted in a downgrade to El Paso Corporation's credit ratings. This
and further downgrades of El Paso Corporation's credit ratings could indirectly have a negative impact on the
fair value of our long-term debt.

September 30, 2002

Expected Maturity Date of Carrying Value December 31, 2001

There- Less Bond Fair Carrying Fair
2003 2004 2005 2006 2007 after Discount Total Value Value Value

(Dollars in thousands)

Liabilities:

Long-term debt,

including current

portion Ì Ñxed

rateÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $22,261 $23,598 $28,343 $33,607 $39,387 $278,387 $(5,681) $419,902 $349,224 $425,048 $432,037

Average interest

rateÏÏÏÏÏÏÏÏ 9.875% 9.875% 9.875% 9.875% 9.875% 9.875%

Our power contracts are also sensitive to interest rates since the anticipated cash Öows from these
contracts are discounted at a credit risk-adjusted United States Treasury rate to arrive at their fair value.
Changes in these rates impact our fair value estimates. The sensitivity of the fair value of our power
agreements to changes in interest rates are as follows:

1% Increase 1% Decrease

Fair Fair Increase Fair Increase
Value Value (Decrease) Value (Decrease)

(In millions)

Amended power purchase agreement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $595.9 $568.7 $(27.2) $624.9 $29.0
Mirror power purchase agreement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (30.8) (29.7) 1.1 (31.9) (1.1)

Total ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $565.1 $539.0 $(26.1) $593.0 $27.9

Commodity Price Risk

Our amended power purchase agreement and mirror power purchase agreement meet the deÑnition of
derivatives under the provisions of SFAS No. 133 and are carried at their fair value. The fair value of these
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agreements at September 30, 2002, was estimated considering the expected estimated cash receipts and
payments under these agreements using contractual prices under these agreements compared to anticipated
future power prices, discounted at a risk-adjusted rate commensurate with the term of each contract and the
credit risk of the counterparty. Our estimates of the timing of cash receipts and payments are based on the
anticipated timing of power delivery under these agreements. These estimates also consider the minimum and
maximum energy delivery requirements under those agreements. Estimates of the future prices of power
consider the forward pricing curve of the appropriate power delivery and receipt points, and this curve is
derived from the actual prices observed in the market, price quotes from brokers and extrapolation models that
rely on actively, quoted prices and historical information. Changes in future prices impact the fair value of
these contracts.

The sensitivity of the fair value of our power agreements to changes in commodity prices is as follows:

10% Increase 10% Decrease

Fair Fair Increase Fair Increase
Value Value (Decrease) Value (Decrease)

(In millions)

Amended power purchase agreement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $595.9 $565.9 $(30.0) $625.9 $ 30.0
Mirror power purchase agreement ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (30.8) (1.7) 29.1 (59.9) (29.1)

Total ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $565.1 $564.2 $ (0.9) $566.0 $ 0.9

Item 4. Controls and Procedures

Under the supervision and with the participation of our management, including our principal executive
oÇcer and principal Ñnancial oÇcer, we have evaluated the eÅectiveness of the design and operation of our
disclosure controls and procedures within 90 days of the Ñling date of this quarterly report, pursuant to
Rules 13a-15 and 15d-15 under the Securities Exchange Act of 1934 (the ""Exchange Act''). Based on that
evaluation, our principal executive oÇcer and principal Ñnancial oÇcer have concluded that these controls and
procedures are eÅective. There were no signiÑcant changes in our internal controls or in other factors that
could signiÑcantly aÅect these controls subsequent to the date of their evaluation.

Disclosure controls and procedures are our controls and other procedures that are designed to ensure that
information required to be disclosed by us in the reports that we Ñle or submit under the Exchange Act is
recorded, processed, summarized and reported, within the time periods speciÑed under the Exchange Act.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure
that information required to be disclosed by us in the reports that we Ñle under the Exchange Act is
accumulated and communicated to our management, including our principal executive oÇcer and principal
Ñnancial oÇcer, as appropriate to allow timely decisions regarding required disclosure.

The principal executive oÇcer and principal Ñnancial oÇcer certiÑcations required under Sections 302
and 906 of the Sarbanes-Oxley Act of 2002 have been included herein, or as Exhibits to this Quarterly Report
on Form 10-Q, as appropriate.
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P A R T  I I Ì O T H E R  I N F O R M A T I O N

Item 1. Legal Proceedings

None.

Item 2. Changes in Securities and Use of Proceeds

None.

Item 3. Defaults upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Security-Holders

None.

Item 5. Other Information

None.

Item 6. Exhibits and Reports on Form 8-K

a. Exhibits

Each exhibit identiÑed below is Ñled as part of this report. Exhibits not incorporated by reference to a
prior Ñling are designated by an ""*''; all exhibits not so designated are incorporated herein by reference to a
prior Ñling as indicated.

Exhibit

Number Description

*99.A CertiÑcation of Chief Executive OÇcer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

*99.B CertiÑcation of Chief Financial OÇcer pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

Undertaking

We hereby undertake, pursuant to Regulation S-K, Item 601(b), paragraph (4)(iii), to furnish to
the United States Securities and Exchange Commission, upon request, all constituent instruments
deÑning the rights of holders of our long-term debt not Ñled herewith for the reason that the total amount
of securities authorized under any of such instruments does not exceed 10 percent of our total
consolidated assets.

b. Reports on Form 8-K

None.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
Report to be signed on its behalf by the undersigned thereunto duly authorized.

CEDAR BRAKES II, L.L.C.

Date: November 14, 2002 /s/ JOHN L. HARRISON

John L. Harrison
Senior Vice President, Chief Financial OÇcer,

Treasurer and Class A Manager
(Principal Financial OÇcer)

Date: November 14, 2002 /s/ BRYAN E. SEAS

Bryan E. Seas
Vice President and Controller
(Principal Accounting OÇcer)
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CERTIFICATION

I, Clark C. Smith, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Cedar Brakes II, L.L.C.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the Ñnancial statements, and other Ñnancial information included in this
quarterly report, fairly present in all material respects the Ñnancial condition, results of operations and cash
Öows of the registrant as of, and for, the period presented in this quarterly report;

4. The registrant's other certifying oÇcers and I are responsible for establishing and maintaining
disclosure controls and procedures (as deÑned in Exchange Act Rules 13a-14 and 15d-14) for the registrant
and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the eÅectiveness of the registrant's disclosure controls and procedures as of a date
within 90 days prior to the Ñling date of this quarterly report (the ""Evaluation Date''); and

c) presented in this quarterly report our conclusions about the eÅectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant's other certifying oÇcers and I have disclosed, based on our most recent evaluation, to
the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the
equivalent function):

a) all signiÑcant deÑciencies in the design or operation of internal controls which could adversely
aÅect the registrant's ability to record, process, summarize and report Ñnancial data and have
identiÑed for the registrant's auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
signiÑcant role in the registrant's internal controls; and

6. The registrant's other certifying oÇcers and I have indicated in this quarterly report whether or not
there were signiÑcant changes in internal controls or in other factors that could signiÑcantly aÅect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with regard to
signiÑcant deÑciencies and material weaknesses.

Date: November 14, 2002

/s/ CLARK C. SMITH

Clark C. Smith
President
(Principal Executive OÇcer)
Cedar Brakes II, L.L.C.



CERTIFICATION

I, John L. Harrison, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Cedar Brakes II, L.L.C.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the Ñnancial statements, and other Ñnancial information included in this
quarterly report, fairly present in all material respects the Ñnancial condition, results of operations and cash
Öows of the registrant as of, and for, the periods presented in this quarterly report;

4. The registrant's other certifying oÇcers and I are responsible for establishing and maintaining
disclosure controls and procedures (as deÑned in Exchange Act Rules 13a-14 and 15d-14) for the registrant
and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the eÅectiveness of the registrant's disclosure controls and procedures as of a date
within 90 days prior to the Ñling date of this quarterly report (the ""Evaluation Date''); and

c) presented in this quarterly report our conclusions about the eÅectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant's other certifying oÇcers and I have disclosed, based on our most recent evaluation, to
the registrant's auditors and the audit committee of registrant's board of directors (or persons performing the
equivalent function):

a) all signiÑcant deÑciencies in the design or operation of internal controls which could adversely
aÅect the registrant's ability to record, process, summarize and report Ñnancial data and have
identiÑed for the registrant's auditors any material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a
signiÑcant role in the registrant's internal controls; and

6. The registrant's other certifying oÇcers and I have indicated in this quarterly report whether or not
there were signiÑcant changes in internal controls or in other factors that could signiÑcantly aÅect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with regard to
signiÑcant deÑciencies and material weaknesses.

Date: November 14, 2002

/s/ JOHN L. HARRISON

John L. Harrison
Senior Vice President,
Chief Financial OÇcer,
Treasurer and Class A Manager
(Principal Financial OÇcer)
Cedar Brakes II, L.L.C.
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